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President Bill Clinton's administration has initiated an energetic review of policy options to expand
the North American Free Trade Agreement (NAFTA) to include other Latin American nations, and
to eventually convert the three-member accord into a region-wide trade zone that will stretch from
Alaska to Argentina. The debate over NAFTA's extension is in turn encouraging Latin American
countries to modify outdated regional integration organizations such as the Latin American
Integration Association (Asociacion Latinoamericana de Integracion, ALADI) in order to convert
them into vehicles capable of pushing forward new free trade initiatives throughout the continent.
When former president George Bush first began negotiating the NAFTA with Mexico and Canada,
his administration conceived of the accord as the first step in constructing a single tariff-free market
of 750 million people that would span all of North and South America. In fact, the three NAFTA
members deliberately included an "accession clause" (article 2205) in the treaty to pursue those
goals, allowing them to negotiate the inclusion of more Latin American nations once the trade
accord took effect on Jan. 1, 1994.
The Clinton administration which pushed NAFTA through the US Congress in November
remains totally committed to the original project of a hemispheric trade zone. In fact, former Bush
administration officials enthusiastically praise President Clinton for upholding the policy initiatives
of his predecessor.
"President Bill Clinton's foreign policy toward Latin America is consistent and adequate,"
said James Baker, secretary of state under ex-president Bush and a key architect of the Bush
administration's Enterprise for the Americas Initiative (EAI). Baker was a key speaker at a
conference in Houston in late February which brought together business associations from
throughout North America to evaluate the opportunities created by NAFTA. "I believe the Clinton
policy toward the region represents a direct continuation of the path outlined by ex-president Bush.
The Clinton government has made free trade the centerpiece of its policy toward Latin America, and
this administration appears committed to extending the trade accord with Mexico and Canada to the
rest of the continent by the end of the decade." The office of the US Trade Representative (USTR)
has already initiated a broad review of policy options to begin constructing the hemispheric free
trade zone. Indeed, the legislation approved by Congress last year to implement NAFTA calls for
the USTR to compile a list of the first Latin American nations outside of Mexico to be considered
for inclusion in the NAFTA by May 1 of this year. President Clinton must then review the USTR
findings, and in turn formally submit his recommendations for future free trade talks to Congress
by July 1, 1994. The USTR has already identified Chile as the first in line for a post-NAFTA trade
agreement with the US, and preliminary talks with that country already began in January. So far,
however, it remains unclear whether Chile as well as other countries eventually chosen for trade
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talks with the US will actually join the NAFTA through the accession clause, or whether separate
agreements parallel to NAFTA would be signed.
USTR spokespersons say that the extent to which a country has carried forward market reforms,
combined with its success in institutionalizing domestic democratic processes, will be the
determining factors when choosing the best candidates for free trade negotiations. The specific
guidelines which countries must meet to open trade talks with the US, however, must yet be made
public. "After May 1, the details will be made available as to how each country in the region can join
the NAFTA, and our government will have a more clear idea of what its demands will be," said John
R. Dawson, a US State Department official. "US foreign policy emphasizes security, US economic
growth, and support for democracy. What is important is that NAFTA be extended to all of the
democracies in the hemisphere."
The USTR together with the State Department, the Treasury Department, and the National
Economic Council are also reviewing various proposals on how to proceed with hemispheric
integration in the long term. So far, three approaches are under consideration, all of which would be
discussed at a hemisphere-wide presidential summit in Washington later this year, to be attended
by 34 western heads of state. Under the first proposal, Latin American countries would negotiate
one at a time with the three NAFTA members, beginning with those countries that have progressed
the furthest in opening their domestic markets to foreign trade and investment, and in bringing
down inflation and stabilizing their economies.
Under this scenario, Chile, Argentina, Costa Rica, and perhaps Bolivia would be invited to join
the NAFTA over the next three to five years. Brazil as well would probably be among this first
group of NAFTA newcomers if that country makes a concerted effort to extend market reforms
and control inflation. The remaining Latin American and Caribbean countries would then be
invited to join by the turn of the century, assuming that they do more to deregulate and stabilize
their economies. The second approach would be to invite sub-regional trading blocs to negotiate
their entrance "cluster by cluster," thus allowing individual talks to be held simultaneously
with the four MERCOSUR nations (Argentina, Brazil, Paraguay, and Uruguay), the Andean Pact
countries (Colombia, Venezuela, Ecuador, Bolivia, and Peru), the Central American Common
Market members, and the Caribbean nations grouped in "Caricom." Although US officials say such
negotiations en masse would be awkward, it could greatly speed the process of economic reform
and integration throughout the region.
Finally, US officials are also considering a "building- block" approach, whereby all the
regional trade groups would jointly negotiate coordinated steps to harmonize their economies
simultaneously, with the goal of creating sufficient cohesiveness to allow for a broad free trade
zone. Among other things, the trade blocs would bring their tariff structures in line with one
another; adopt similar product, environmental, and labor standards; and harmonize investment
and intellectual property rules. Notwithstanding growing optimism over the hemispheric initiative,
the US believes many obstacles may yet hamper rapid trade negotiations with Latin American
countries. In mid-February, a confidential memorandum written by high-level USTR officials was
circulated among the Clinton administration's top economic advisors. The memorandum warned
that Mexico may attempt to block other Latin American nations from joining NAFTA in the short to
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medium term to maintain as long as possible that country's unilateral benefits as the only regional
member of the trade accord. "Mexico reportedly is not interested in allowing other countries in the
region into an arrangement that offers considerable benefits, which were achieved because of its
relationship to the US," reads the document, titled "Continuous and Progressive Expansion in Latin
America and the Caribbean."
Moreover, the report suggests that even if Mexico agreed to rapidly accept Chile as a NAFTA
member, those two countries might together attempt to slow the integration of other nations.
Not surprisingly, Mexican officials adamantly reject the document as baseless, pointing out that
Mexico was the country which originally proposed that the "accession clause" be included in the
NAFTA treaty. "The NAFTA accession clause was proposed by Mexico since the time of former US
Trade Representative Carla Hills [who served in the Bush administration], and since then we have
reiterated our interest in opening up NAFTA," said Jorge Montano, Mexico's ambassador to the US,
in response to the USTR report. "We will continue to uphold the accession clause to the letter, and
we remain completely open to inviting new members into NAFTA."
Mexico has already signed a bilateral trade accord with Chile, and it is negotiating similar accords
with many other Latin American nations, which Mexican officials say demonstrates that country's
firm commitment to regional economic integration. "Our actions clearly demonstrate Mexico's
interest in promoting a much greater level of integration among our economies," said Mexican
Foreign Minister Manuel Tello Macias. "We have already signed an economic cooperation accord
with Chile, and we are about to complete another one with the other two members of the Group of
Three, Colombia and Venezuela. Similar negotiations with the Central American nations are also
very far advanced. It is logical that these accords will help push forward continental integration,
since such agreements have the direct objective of increasing the volume of intra-regional trade."
In fact, rather than block NAFTA's extension, Mexico and other Latin American nations are now
discussing methods to modify outdated regional integration structures in order to accommodate
the hemispheric free trade initiative. In mid- February, for example, Mexico began renegotiating
the terms of its membership in the 11-nation Latin American Integration Association (ALADI) in
order to eliminate regulations which, if left unchanged, would prohibit Mexico from simultaneously
participating in ALADI and NAFTA. Removing such outdated regulations would in turn pave the
way for other ALADI members to freely join the North American trade agreement in the future.
Under ALADI's "Montevideo Treaty," signed in 1980, any member country that enters into trade
accords with nations outside the region is required to extend the privileges contained in the extraregional accord to ALADI members in order to avoid adverse effects on trade among ALADI
nations.
Since Mexico is the first ALADI member to sign an extra- regional agreement, and since it cannot
unilaterally extend NAFTA privileges to the other ALADI nations, it is now faced with either
renegotiating the terms of the Montevideo Treaty, or being forced to resign from the organization.
The foreign ministers of all the ALADI countries met in mid-February to examine Mexico's request
to suspend the clause regarding extra-regional treaties. At the conference, most participating
nations agreed that, not only should the clause be suspended as out of date, but most of ALADI's
founding statutes should be overhauled to convert the organization into a regional vehicle that could
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help facilitate hemisphere-wide economic integration. "Our efforts to seek a solution to this problem
is not just a matter of looking out for Mexico's interests," said Tello Macias, who attended the
ALADI conference. "It is an effort to accommodate the eventual adhesion of other countries to the
NAFTA as well. The purpose is to construct mechanisms through regional integration organizations
that will encourage rather than impede the extension of NAFTA."
Argentina's Foreign minister, Guido Di Tella, also appealed to members to transform ALADI from
the outdated, "protectionist" approach to trade which laid the basis for the organization's creation,
into a motor force for free trade with North American countries, and possibly other extra- regional
nations as well. "If the Uruguay Round of the General Agreement on Tariffs and Trade (GATT)
had extraordinary importance in facilitating trade on the world level, the NAFTA represents an
unprecedented step forward on the regional level," said Di Tella. "The central challenge now
is how to make our sub- regional trade groups and organizations compatible with one another,
and with the NAFTA. ALADI has an essential role to play in this new situation, and as a result it
must progress beyond its previous framework. We must adopt a new policy of flexibility to permit
ALADI's compatibility with the new face of integration. It is a challenge which we all must accept."
For its part, Brazil took Argentina's appeal a step further by proposing to immediately begin
negotiations to forge a South American Free Trade Area (Area de Libre Comercio Suramericana,
ALCSA) that would include all countries in the sub-continent. Under the proposal, ALADI would
be converted into a mediating body to facilitate not just the ALCSA negotiations, but all subsequent
efforts to extend ALCSA into a hemisphere-wide free trade accord. "ALADI should become the
overseer for regional economic integration," said Brazil's Foreign Minister, Celso Amorim. "It
should become a forum for trade negotiations that would represent at the regional level what GATT
represents at the world level." Notwithstanding the optimistic debate, however, ALADI members
must first resolve important trade conflicts among themselves before they can agree on a change
in the organization's statutes. Brazil and some other members, for example, argue that although
Mexico and other countries that join NAFTA should not be required to extend NAFTA-like trade
privileges to ALADI members as outlined in the Montevideo Treaty, they should make efforts to at
least partially compensate those countries that directly suffer as a result of NAFTA.
Brazil fears that under NAFTA, US consumers will greatly favor cheap, duty-free Mexican goods
over products from Brazil, allowing Mexico to push aside traditional Brazilian exports to the US,
such as orange juice, shoes, steel, and automobile parts. As a result, ALADI members were unable to
reach any formal agreements at the mid-February conference, although discussion will continue at
another foreign ministers' meeting in late March. In addition, more Latin American and Caribbean
countries will be drawn into the discussions at the next meeting of the Rio Group, which includes
all of the 11 members of ALADI, as well as one representative each from Central America and the
Caribbean.
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